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Honorable  L,  B*  Schwellenbach 
Secretary  of  Labor 
filashlngtoriy  D.  C« 

Dear  Iflr*  Secretary 

We  transmit  herewith  the  Report  and  Reconnnendations  of  the  Fact- 
Finding  Board  which  you  appointed  to  investigate  the  dispute  involving 
the  United  Farm  Equipment  and  Metal  Workers,  C.I.O,,  and  the  International 
Harvester  Company. 

We  desire  to  acknowledge  and  express  our  deep  appreciation  for  the 
assistance  and  coop^^ration  received  from  all  Divisions  of  the  Department 
of  Labor.  We  particularly  wish  to  thank  the  efficient  staff  of  the  Board: 
Mr.  Arnold  Tolles,  Executive  Secretary;  Mr.  John  P&rrish  of  the  Bureau 
of  Labor  Statistics,  Economist;  Mr.  John  Forsythe,  of  the  Solicitor's 
Office,  Counsel;  Mr.  Joseph  Cohen,  Press  Officer;  and  Mrs.  E.  Vallon, 
Secretary. 

Mr.  Ronald  Haughton  of  the  Conciliation  Service,  Mr.  Toivo  P. 
Kanninen  of  the  Bureau  of  Labor  Statistics,  Mr.  John  McCurry  of  the  Wage 
Stabilization  Board  and  many  others  were  exceedingly  helpful  in  facilitat- 
ing the  work  of  the  Board. 

We  hope  the  report  will  prove  helpful  in  providing  a  basis  for 
settlement  of  the  dispute  and  a  speedy  end  to  the  strike. 


Sincerely 


Philip  G.  Marshall,  Chairman 


William  H.  Spencer 


William  H.  Holly 
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•REPORT  AND  RECOMMEHDATIONS  OF 
THE  FACT-FINDING  BOARD  IN  THE  INTFENATIONAL  HAEVESTER  CASE 

The  Secretary  of  Labor  appointed  this  Fact-Finding  Board  on 
January  12,  19^6.  Under  the  terms  of  the  original  order,  the  Board 
was  required  to  report* to  the  Secretary  of  Labor  within  thirty  days. 
Subsequently,  an  extension  of  one  week  was  granted. 

At  its  opening  session,  the  Board  was  advised  "by  the  parties 
that  all  terms  of  the  prospective  collective  bargaining  contract  re- 
mained in  dispute.  Consequently,  the  parties  were  urged  to  resume 
collective  bargaining  in  the  hope  that  the  dispute  could  he  resolved 
or  at  least  the  number  of  issues  in  dispute  reducted  to  a  reasonable 
number. 

Collective  bargaining  was  resumed  by  agreement  of  the  parties. 
Unfortunately,  a  completed  contract  did  not  result.  The  parties  did 

agree,  however,  that  seven  issues  were  of  prime  importance;  and  both 

« 

the  Company  and  the  Union  indicated  that  if  the  seven  issues  could  be 
resolved,  the  balance  of  the  issues  would  present  no  major  problem  to 
the  consummation  of  a  completed  collective  bargaining  agreement. 

This  report,  therefore,  deals  only  with  the  seven  issues  identi- 
fied by  the  parties  as  the  major  issues  in  dispute.  The  seven  issues 


are: 


I.  The  general  wage  issue,  involving  a  Union  demand  for  a 
thirty  percent  increases  in  wages. 

II.  Union  security. 


IX 


Ill,  Payment  to  Union  shop  stewards  and  committeemen  for  time 
spent  on  handling  grievances.. 

IV.  Arbitration  as  the  final  step  in  the  grievance  procedure. 

V.  A  series  of  demands  hy  the  Union  involving  changes  in 
the  Company's  wage  structure  and  incentive  plan:. 

A.  Incorporation  of  all  general  increases  heretofore 
given  into  the  piece-rate  prices.  (All  general 
wage  increases  granted  "by  the  Company  since  1936, 
or  a  total  of  approximately  24^  cents,  are  pre- 
sently paid  to  the  piece  workers  as  an  hourly 
"bonus  instead  of  heing  incorporated  directly  into 
the  piece-rate  prices.) 

B.  Changes  in  the  joh  evaluation  and  lahor  grade  system 
presently  in  use  in  all  the  Company's  plants. 

C.  Changes  in  the  methods  and  procedures  for  setting 
piece-work  prices,  including  provision  for  fuller 
Union  participation  in  these  procedures. 

D.  Extent  of  allowances  for  piece  workers  where  normal 
production  operations  are  disturbed. 

VI.  Liberalization  of  the  present  vacation- plan.      « 

VII.  Premiiim  pay  for  Saturday  and  Sunday  work  for  those  employees 
who  are  on  continuous  shift  operations. 


-  2  - 
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The  Company,  the  Industries  and  the  Plants  Involved  in  this  Dispute 


The  Intematlcn^  Harvester  Company  is  a  corporation  with  a  hook 
value  of  nearly  5OO  million  dollars  which  is  primarily  engaged  in  the 
manufacture  and  sale  of  agricultural  implemajits.  As  a  producer  of 
agricultural  implements,  it  is  "by  far  the  largest  manufacturer  in  the 
world.  In  addition,  the  International  Harvester  Company  is. a  highly 
integrated  concern.  Its  operations  extejjd  from  the  growing  of  sisal  in 
Cuba  and  the  mining  of  coal  and  iron  ore  in  the  United  Staes  to  the 
distrlhution,  servicing  and  financing  of  its  final  products  in  the 
United  States  and  numerous  foreign  countries.  Nor  is  the  company 
wholly  limited  to  farm  equipment.  It  manufactures  and  sells  important 
lines  of  trucks,  tractors  and  engines  for  industrial  uses, 

Within  the  area  of  manufacturing,  the  company  is  engaged  in  the 
following  eight  industries,  as  classified  hy  the  U.  S.  Census 
J4anuf actur^rd : 


Blast  Furnace  Products 


Sample  Products 
Pig  Iron 


Agricultural  Implements,  including  Tracts    nearly  all 


Carriages,  Wagons,  Sleighs  and  sleds 
Cordage  and  Twine 


Farm  Wagons 
Binder  Twine 


Electrical  Machinery,  Apparatus  and  Supplies  Magnetoes,  etc. 
Engines,  Turbines,  Waterwheels  and  Windmills  Power  Units 


Motor  Vehicles,  Bicyles  and  Parts 
Steel  Works  and  Boiling  Mills 


Trucks 


Ingots 


The  Company  is  a  major  producer  of  agricultural  implen^nts.,  including 
tractors,  and  motor  trucks  and  farm  wagons. 


IV 


Within  the  specific  field  of  the  manufacture  df  agricultural 
implements,  including  tractors,  International  Harvester  is  the  dominent 
concern  among  the  eight  companys  which  produce  ahout  nine-tenths  of 
these  products  in  the  United  States: 

AUis  -  Chalmers  Manufacturing  Company 

International*  Harvester  Company 

B.  F,  Hvery  and  Sons 

J,  I,  Case  Company 

« 

Deere  and  Company 

Massey  -  Harris  Company 

* 
Minneapolis  -  Moline  Power  Implement  Company 

V 

Oliver  Ffrm  Equipment  Company 

This  particular  dispute  "between  International  Harvester  and  the 
United  Farm  Ejuipment  and  Metal  Workers  Union  involves  the  employees  in 
eleven  of  the^ company ' a  plants.  These  plants  have  recently  employed 
ahout  24,000  yorkers  or  nearly  half  of  the  company's  employees  within 
the  United  States.  These  eleven  plants  are  engaged  in  the  agriculture 
machinery  cor|.age  and  electrical  needing  industries.  They  include  the 
hulk  of  the  company's  employees  who  are  engaged  in  making  farm  implements 
and  tractors  and  they  comprise  about  one -third  of  all  the  workers  which 
the  Census  Bureau  has  classified  as  workers  in  the  agricultural 
machinery  industry. 


/ 


I .  GENERAL  WAGE  ISSUE 


The  union  requested  a  general  overall  increase  of  30  percent^ 
in  the  wages  of  all  workers  covered  hy  its  contracts  with  the  Inter- 
national  Harvester  Company.  The  reasons  advanced  "by  the  union  for 
this  request  include  the  following: 

1.  The  request  is  in  accordance  with  national 
policy  as  enunciated  "by  the  late  President 
Roosevelt  and  again  hy  President  Trujnan  in 
Executive  Orders  9599  and  9651* 

r 

2.  It  is  necessary  and  desirable  to  compensate 
workers  for  the  recent  reduction  in  earnings 
resulting  from  the  cutback  from  wartime  hours 
to  the  ho   hour  a  week  and  from  the  more  rigid 
administration  of  wage  schedules. 

,  The  cutback  in  hours  from  wartime  levels  to 
kO   hours  a  week  has  resulted  in  a  decrease 
'of   $13  a  week,  or  23  percent  in  take -home 
pay,  for  International  Harvester  workers. 
Since  the  cost  of  living  has  gone  up  at  least 
kO   percent  since  19^1,  the  loss  will  reduce 
workers  to  a  standard  of  living  no  higher, 
in  fact,  even  below  the  level  of  19^1- 

3.  Workers  recently  siiffered  an  additional  re- 
duction of  approximately  2  percent  when,  in 
October  19^5,  the  Company  "by  unilateral  action 
terminated  a  special  service  compensation  "bonus. 

The  present  take -home  pay  is  not  sufficient 
to  provide  a  minimum  decent  standard  living 
as  set  forth  "by  the  Heller  Committee  on  Social 
Economics  o.f  the  University  of  California. 

k»     The  workers  of  the  International  Harvester 
Company  have  not  had  a  general  wage  increase 
since  19^2.  They  sacrificed  the  need  for  wage 
increase  in  19^3,  19^^^  and  19^5  to  the  in- 
terest of  wartime  sta'bilization  and  to  the 
winning  of  the  war. 


.  1  . 


"-) 


5. 


y 


y 
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The  request  of  the  union  of  the  International 
Harvester  is  predicated  on  the  ability  of  the 
company  to  pay  the  requested  increase  without 
raising  prices.  This  is  indicated  "by  the  com- 
pany's unprecedented  financial  position  from 
the  viewpoint  of  profits,  market  outlook, 
taxes,  reserves,  minimum  reconversion  costs 
and  productivity.  The  company  is  protected 
against  losses  "by  Federal  tax  laws. 

In  19^3^  before  the  War  Labor  Board,  the  com- 
pany testified  the  union's  demands  would  cost 
22  million  dollairs  -  would  necessitate  price 
relief  -  and  would  impose  a  serious  financial 
problem  to  the  company.  Yet  in  the  company's 
report  in  19^  to  the  stockholders  it  was  stated 
that  the  ultimate  effects  of  the  union's  demands 
for  wage  increases  would  not  materially  affect 
the  company's  profit  position. 

Unit  labor  costs  in  this  company  and  the  farm 
equipment  industry  generally  are  low.  Labor 
costs  range  from  5  to  Ik   percent  of  the  total 
cost  of  term  equipment  products  according  to  a 
report  of  the  Federal  Trade  Commission  in  1936, 
The  average  cost  per  item  was  10  percent.  On 
one  typical  tractor  item  total  production  cost 
was  as  follows:  Material,  29.3  percent;  over- 
head, 11  percent;  labor,  7.U  percent;  total, 
^7.7  percent.  In  other  words,  the  total  cost 
Paid  by  a  farmer  for  a  tractor,  only  k^,^   per- 
cent are  direct  manufacturing  costs. 

The  requested  wage  increase  is  necessary  to 
maintain  purchasing  power  and  a  high  volume 
of  production.  Workers  desire  to  avoid  the 
unbalanced  econon^  of  the  1920 's  when  profits, 
prices,  productivity  and  corporate  savings 
outstripped  wages  and  salaries.  The  economic 
collapse  which  followed  adversely  affected  not 
only  the  wage  earner  but  all  groups.  The 
union's  request  is  based  on  sound  economic 
theory  as  advanced  by  some  of  the  nation's 
ablest  economists. 


•  2  • 


The  company 'b  position  on  the  request  of  the  union  for  a  50 
percent  vage  Increase  nay  be  summarized  as  foXIovs: 


I*  The  management  of  the  International 
Harvester  Company  has  always  followed  a 
conservative  financial  policy.  It  has  not 
made  high  profit  In  srelatlon  to  capital  stock 
and  reserves.  This  Is  true  not  only  of  the 
International  Harvester  Company,  but  also 
the  agricultural  Implement  Industry  as  a  whole. 
The  Industry  was  In  57th  place  In  a  list  of 
76  Industries  ranked  In  ratio  of  net  profits 
to  sales  In  19^^  by  the  Federal  Trade  Com- 
mlsdlon.  Other  studies  show  the  same  rela- 
tive status. 

2.  The  liquid  assets  of  the  company  of  19^5 
which  total  185  million  dollars  Is  an  unu- 
sually high  figure.  It  Is  In  sharp  contrast 
to  6k  million  dollars  In  19^0  and  102  million 
In  19^1.  Assets  were  unusually  hl^  In  19^5 
because  high  farm  Income  enabled  farmers  to 

'}     pay  cash  for  equipment,  thus  reducing  accounts 
receivable.  Before  the  war,  the  latter  ran 
as  hl^  as  100  million  dollars>  but  are  cur- 
rently at  a  very  low  level.  A  second  reason 

^   for  the  temporarily  high  level  of  assets  Is 

that  during  the  war  the  company  could  not  spend 
a  normal  amount  on  plant  facilities*  By  19^7 
the  laiige  surplus  now  possessed  by  the  company 
will  probably  be  exhausted.  In  expending  these 
monies  on  plant  construction,  the  company  will 
provide  greater  employment  for  Its  workers/ 

3«  The  future  outlook  for  profits  cannot  be  pi^dlcted 
In  19'*6,  any  more  than  they  could  have  been  In 
1929.  Predictions  are  hazardous  because  of  price 
changes,  changes  In  demand,  efficiency  of  labor, 
taxes,  material  costs,  etc. 

h»     The  Company's  unit  labor  costs  have  gone  up,  not 
down,  during  the  war.  Worker  efficiency  has  deter* 
lorated.  For  example.  It  required  2.^9  hours  to 
assemble  an  engine  In  19^1.  It  required  i*.09  hours 
In  19^5*  Numerous  examples  bear  out  the  general 
trend. 


't: 
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5.  The  Company's  benefit  from  the  carry  back  provisions 
of  the  tax  laws  have  been  exaggerated.  If  the  Company 
has  losses  In  19^6  It  vlll  have  to  absorb  about  one- 
half  of  the  loss. 

6.  Take  home  pay  has  compensated  vorkers  for  rising  living 
costs  during  the  war.  Between  April  19^1  and  19^5  the 
Company  granted  L^*^  cents  per  hour  general  Increase  to 
all  workers.  In  addition  the  company  granted  as  a' 
result  of  War  Labor  Board  directive,  an  Increase  of 

10  cents  an  hour  to  certain  skilled  workers  and  5  cents 
an  hour  to  certain  semUskllled  and  unskilled  workers. 

In  addition  to  the  general  or  partial  Increases  cited 
above,  average  straight  time  hourly  earnings  Increased  because 
of  the  following  factors: 


a« 
b. 
c. 
d. 

e. 

f. 

g» 
b. 

7. 


8. 


Liberalization  of  merit-rating. 

Reclassifications 

Increases  In  specific  piece  rate  prices 

Greater  effort  on  long  runs  by  some  piece  workers, 

thou^  this  factor  Is  of  minor  significance. 

Reclassification  of  Individual  workers 

Re-evaluatlon  and  upgrading  of  Job  classifications 

Changes  in  the  occupational  structure  necessitated 

by  product  or  method  changes. 

Liberalization  of  allowance  rules 

> 
A  30  percent  Increase   In  wages  and  salaries  would  result  In 
a  net  Increase  In  operating  cost  of  $55, 589^000.     This 
would  Just  about  wipe  out  the  total  profit  of  the  Company 
for  the  year  19^5  before  deducting  Federal  Income  Taxes 
(37  million  dollarsT^^     fo  the   Increased  wage  costs  must 
be  added  any  Increases  In  material  costs  authorized  by  OPA. 

The  17  cent  an  hour  offered  by  the  Company  In  an  effort 
.to  avoid  the  current  strike  would  have  met  the  Union's 
demands  for  compensation  for  loss  In  take  home  pay. 
This   Is  shown  by  the  following  figures; 


Average  Straight 
Tlnie  Hourly 
Earnings  


Percent 

Increase 

January  19^1 


••.iaVTCW 


January  25,   19M  .856 

December  25,   19^5  1*155 

Company  offer  of  17 

cente,  Pebruary  19^5.1.525 


3^ 
.5U.8 


On  a  ^0  hour  a  week,  weekly  take  home  In  19^6  would  equal 
approximately  $53  which  Is  roughly  equivalent  to  take  home  earnings 
during  the  war  years. 
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Safeis  of  Board  glndinf^s  on  General  Wage  Issue 

The  points  listed  above  are  "believed  to  represent  aij  adequate  summary  of 

\       ' 
the  contentions  of  the  parties  before  this  Board  on  the  issue  of  general 

f 
wage  increa.se.  In  addition,  the  company  did  freely  provide  the  Board  with 

^:  • 

a  large  volume  of  financial  data  for  whatever  relevance  it  might  have  on 

J. 

the  so-called  "a'bility-to-pay"  aspect  of  this  case.  In  offering  these 

financial  data  in  evidence,  the  company  representatives  indicated  their 

I 
view  that  this  concept,  "ability  to  pay,"  in  the  broad  sense,  involved  a 

*■ 
decision  as  to  how  the  company's  revenues  should  he  distributed  "between  ito 

i 

It- 
stockholders,  tfie  wage  earners  and  the  consumers  of  its  products.  The 

Board  does  not  consider  itself  to  be  competent  to  rule  on  any  such  broad 

issue  of  social *and  economic  policy.  To  this  view,  we  have  no  doubt  hoth 

parties  subscribe. 

TaJcen  altogether,  the  sum  of  the  contentions  presented  to  this  Board 

do  not  provide  any  precise  or  compelling  basis  for  a  recommendation  as  to 

the  extent  of  tlie  general  wage  increase  that  should  he  granted.  Hence  the 

Board  has  been  forced  to  develop  its  own  standards  of  what  would  constitute 


a  fair  and  equitable  settlement  of  the  union's  demand  for  a  general 
increase  in  wage  rates  of  30  percent  at  this  time. 

In  developing  any  such  standard  of  Judgement,  an  important  consider- 
ation must  be  the  range  of  minimum  and  maximum  which  the  parties  could 
have  reached  through  free  and  imhampered  collective  bargaining.  The  Board 

m 

'believes  that  the  issue  of  a  general  wage-rate  adjustment  could  have  been 
settled  by  the  parties  themselves,  had  not  the  climate  of  industrial 
relations  in  recent  months  operated  to  frustrate  such  efforts.  Fortu- 
nately, there  are  in  this  case  some  clea^r  indications  of  the  area  of 
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collective  "bargaining  within  which  an  iinhaiapered  settlement  could  have 
been  achieved. 

The  tuaion's  specific  demand  for  a  general  increase  in  wage  rates  of 
30  percent  proceeds  from  a  logical  premise  that  an  increase  of  such  amount 
is  required  to  equalize  the  gross  weekly  earnings  at  kO  hours  with  those 
earned  during  the  wartime  schedule  of  k8  hours  a  week.  There  is  much 
merit  from  the  standpoint  of  long-run  national  policy  in  the  objective  of 
maintaining  and  increasing  the  volume^  of  wage  payments  and  hance  the  volume 
of  consumer  purchases  of  the  products  of  industry  and  agriculture.  However, 
the  union's  demand  for  a  30  percent  increase  in  wage  rates,  at  this  time, 
must  be  examined  critically.  It  amounts  to  a  demand  that  the  peak  level 
of  wartime  earnings  be  maintained,  in  spite  of  shorter  hours  of  work  at 
a  time  when  industry  is  Involved  in  reconversion.  If  on  the  other  hand, 
the  aim  should  be  to  equalized  earnings  at  the  average  hours  worked 
during  the  whole  period,  19to-i|-5,  with  full  allowance  for  overtime  premiums, 
the  indicated  wage  adjustment  appropriate  to  a  postwar  schedule  of  kO 
hours  would  be  considerably  less  than  30  percent. 

During  the  period  of  collective  bargaining,  prior  to  the  appointment 
of  this  Board,  the  compaaay  offered  a  general  wage  increase  of  ten  (10) 
percent  and  it  proceeded  to  put  this  increase  into  effect  in  such  plants 
as  were  not  affected  by  the  present  dippv^te.  Wo  jprice  application  was 
filed  after  effectuating  this  increase,  nor  was  it  ever  indicated  that  this 
increase  might  form  the  basis  of  ajqy  future  price  adjustment.  Prior 
approval  would  have  been  sought^,  of  course ;,  if  the  wage  increase  was 
conditioned  upon  an  adjustment  in  price  levels. 
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After  this  Board  had  "begun  its  hearings,  "but  prior  to  the  talcing  of 
complete  testimony,  the  compaxiy  voluntarily  increased  its  offer  froBi  ten 
percent  to  a  general  wage  increase  of  17  cents  per  hour  (equal  to  ahout 
Ik^  percent  and  described  hy  the  company  as  about  15  percent) .  While  the 
company  gave  no  indication  that  it  had  any  intention  of  applying  for  price 
relief  as  a  resiat  of  the  cost  of  this  17 -cent  offer,  the  company  did  state 
before  this  Board  that  it  x«3uld  not  estimate  several  important  factors  in 
its  financial  situation  such  as  unit  labor  costs  (as  affected  by  labor 
efficiency),  volume  of  sales,  and  prices  of  the  materials  it  purchases. 
It  seems  fair  to  bbbvjdb,   however,  that  the  17-ceiit  increase  was  offered 
by  the  company  with  full  knowlege  that  other  costly  demands  of  the  \mion 
had  not  been  resolved,  particularly  those  involving  a  drastic  revision  of 

its  wage  structure  and  its  incentive  system.  The  company's  offer  of  a 

»- 

17 -cent  increase  must  represent  a  conservative  Judgement  as  to  the  amount 

V. 

the  company  believed  it  could  afford  to  grant,  particularly  in  view  of  the 
other  costly  and  unresolved  issues  that  remained  outstanding. 

A  careful  regard  for  all  the  factors  just  described  has  assisted  the 
Board  in  determining  the  range  of  possible  wage  increases  which  would  be 
fair  and  reasonable  in  the  circumstances  of  this  particular  case.  In 
addition,  the  Board  has  considered  the  recent  wage  increases  granted  in 
related  industries  where  workers  of  similar  sl5;ills  are  employeed,  whei^ 
related  products  are  made  and  where  the  companies  have  similar  price 
margins  and  ratios  of  profit  as  here  involved.  As  will  be  indicated 
below,  the  recent  wage  settlements  of  a  comparable  character  have  involved 
general  wage  rate  increases  in  the  range  between  10  and  20  percent,  depend- 
ing  C3n  the  facte  and  clrcTHnstances  of  each  case. 
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Recommenatioti  as  to  Genferal  Wage^Rate  Increaae  ' 

% 
A  wa^e  rate  increase  of  18  cents  per  straight -time  hour  is  rec6xnw©|>de4 

as  a  fair  "basis  for  the  settlement  of  this  dispute.  The  recommended  in»- 
crease  is  one  cent  per  hour  nore  than  has  "been  offered  hy  the  company, 
f  to  I5  cents  less  tlian  the  largest  recent  increase'  in  similar  cases  an4 
about  17  cents  less  than  the  maximum  demand  of  the  union,  -  In  comparing 
this  recommendation  with  the  company's  offer,  the  Board  notes  that  its 
recommendations  on  the  many  other  issues  presented  do  not  involve  any 
such  large  and  immediate  increases  in  labor  costs  as  had  heen  feared  "by 
the  company. 
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Tests  ol  the  Eeasonableness  of  the  General  Wage -Rate  Reccanmendation 

"    ■ ■  11    n         ■■■    II  ; n>  y I     '■ »  '    '  '   '" 

The  Board's  recommendation  of  a  general  wage  increase  of  18  cents  per 
hour  has  "been  "based  on  its  Judgement  as  to  all  of  the  considerations  pre^ 
viously  explained.  Before  forming  any  final  opinion  as  to  the  l8-cent 
recommendation,  however,  the  Board  has  subjected  its  Judgement  to  four  tests: 

!•  Does  the  company's  financial  position  and  its  prospects  warrent  an 
l8-cent  increase  in  wages? 

2.  How  would  an  l8-cent  increase  square  with  the  trends  of  the  workers' 

0 

earning  and  of  living  costs  since  January  19^1? 
3«  How  would  an  l8-cent  increase  compare  with  the  recent  pattern  of 

wage  settlements? 
km     Does  the  reccamnended  wage  increase  conform  to  the  standards  in 
Executive  Order  9697,  as  issued  after  the  conclusion  of  the 
testimony  in  this  case  hut  hefore  the  announcement  of  the  recom- 
mendations of  this  Board? 
!•  Company  Position  and  Prospects 

The  company  has  estimated  that  30  percent  increase  in  wages  and 
salaries  to  all  of  its  employees  would  involve  a  net  cost  of  35^  million 
dollars  a  year,  the  cost  of  the  recommended  increase  would  he  slightly  more 
than  half  of  that  amount.  An  additional  wage  cost  of  18  millions  may  he 
compared  with  net  profits  before  Federal  income  taxes  of  ^3  to  57  millions 
and  after  income  taxes  of  2k^  to  30  millions.  These  are  the  averages  of 
profit  for  the  6  years,  19^0-ii.5,  with  the  lower  profit  figure  in  each 
case  representing  the  company's  estimate  for  19^5^  presented  in  advance  of 
the  final  calculation  for  that  year.  Even  if  the  I8  millions  were  regarded 
as  a  straight  subtraction  form  an  income  like  that  of  I9U5,  a  net  profit  of 
6  millions  would  remain.  This  would  be  more  than  eno\;igh  to  cover  the 
company's  regular  dividend  on  preferred  stock,  without  dipping  into 


surplus  or  reserves. 
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Over  the  yeans  the  company  has  accumulated  an  earned  siirplus  of  about 
50  millions  "besides  setting  aside  reserves  of  ahout  100  millions.  In 
addition  to  these  reserves  of  the  domestic  company,  the  foreign  subsidiaries 
of  this  concern  carry  reserves  of  22  millions  against  a  hook  value  of 
investiment  of  52  millions  and  this  was  after  10  millions  of  reserves  had 
heen  used  to  eliminate  the  hook  value  of  all  investments  in  Germany,  Italy, 
France,  Denmark  and  Latvia.  Actually  the  company's  2  plans  in  France  were 

4-- 

only  slightly  ^damaged  and  are  now  in  operation. 

Reserves tand  surplus  do  not,  hy  themselves,  indicate  the  existence  of 
ready  cash  tOfmeet  a  wage  bill.  However,  the  cash  and  marketable  securities 
Of  this  company  have  risen  from  6k  to  I85  millions  since  19^.  This  highly 
llcLUid  position  has  resulted  from  the  war-time  suspension  of  the  need  for 
extending  cre41t  to  the  company  *s  farm  customers  and  the  war-time  suspension 
of  normal  plaint  maintenance  and  construction,  V/hile  it  is  not  suggested  that 
the  company 'siliquid  assets  or  its  surplus  and  reserves  provide  any  measure 
of  the  additional  wages  that  should  he  paid,  it  is  clear  that  an  additional 
wage  hill  of  I6  millions  could  he  met  without  financial  embarrassment  and 

without  encroaching  oh  the  335  million  dollar  hook  value  of  the  company's 

f  .  ■    ^ 

preferred  and  common  stock. 

-  A  continuing  policy  of  drawing  cash  •and  reserves  to  pay  wages  would  he 

disastrous  to  any  company.  Fortunately,  however,  there  is  good  reason  to 

think  that  International  Harvester  can  avoid  any  such  restdt.  The  postwar 

prospects  of  this  company,  while  uncertain  in  detail,  are  unusually  favorable. 

The  back  log  of  the  unsatisfied  demand  of  farmers  for  equipment  is  well  known 

and  the  longer-run  trend  toward  the  mechanization  of  agriciilture  promises  a 

bright  future  for  the  sales  of  this  company.  There  is  every  indication  that 

International  Harvester,  through  its  initiative,  foresight  and  prudence,  has 

placed  itself  in  a  strong  position  to  make  the  most  of  the  opportunities  which 

lie  ahead.  In  this  matter,  the  company  has  been  favored,  as  well, 
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by  recent  clrcimiBtanceB.  Even  dicrlng  the  var,  half  of  Ite  ealee  coneiBted 
of  producte  for  civilian  use  and  the  aggregate  of  ite  sales  of  tractore, 
farm  Impl^nente  and  trucks  to  civilians  were  greater  in  19^^^  than  in  19^0. 
Moreover,  the  ccanpany  has  been  spared  any  large  problem  of  reconversion 
from  the  production  of  war  products  to  civilian  products  because  most 
of  its  war  products  were  slinllar  to  its  civilian  lines  end  were  produced 
by  similar  methods. 

The  company's  own  confidence  in  its  future  is  illustrated  by  its  an- 
nounced plan  of  spending  100  to  150  millions  on  plant  expansion,  including 
the  erection  of  a  new  plant  in  Mexico.  Before  the  end  «f  19^5^  the  compeny's 

0 

war-time  contracts  had  been  almost  completely  cancelled,  its  reconversion 
of  facilities  vas  well  advanced  and  its  new  light-weight  tractor  was  on 
display. 

The  reccfflmendation  of  this  Board  for  an  l8-cent  increase  in  wages  was 
not  derived  in  any  way  from  the  company's  financial  statements.  However, 
even  a  superficial  examination  of  the  financial  stat^aents,  that  were  free- 
ly submitted  by  the  company,  provides  ample  support  to  this  Board's  belief 
that  the  coet^  of  a  wage  increase  of  10  cents  an  hour  can  be  met  by  the 
company  with<iut  difficulty.  This  conclusion  could  have  been  reached  even 
if  the  company  had  not  offered  a  wage  increase  of  17  cents.  The  net  cost 
of  the  Board's  recommendation  exceeds  the  cost  of  the  company's  offer  by 
about  one  million  dollars  a  year,  a  figure  which  may  be  compared  with  net 
profits  after  taxes  which  have  exceeded  20  millions  in  every  year  since 
1939.  % 
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(2)  Earnings  and  Living  Coets 

The  etraigjit-tlme  eaminge  of  vorkere  in  the  plants  involved  in  thie 
dispute  advanced  from  85.6  cents  per  hour  in  January  19^1  "bo  $ltl6  per 
hour  in  September  I9U5.  This  represents  a  percentage  increase  of  35i  per- 
cent, Meant»hile  the  government's  official  measure  h£   the  cost  of  living 
advanced  by  33  percent.  Thus  if  the  Board  had  adopted  this  particular 
test  of  the  imion's  wage  demand,  there  would  have  been  no  general  wage 
increase  whatsoever.  Even  if  the  union  estimates  of  the  increase  in  1 
living  costs  were  used  in  conrparison  with  the  overall  increase  in  straight- 
time  eaminge,  only  a  very  small  wage  adjustment  would  have  been  indicated. 

■^  -    '        .      ■     '. 

The  Board  has  considered  seriously,  however,  the  fact  that  any  general 

average  of  straight-time  hourly  earnings  is  the  result  of  a  large  number 
of  influences.  The  ccmpany  itself  has  described  these  influences  in  great 
detail,  following  a  classification  developed  by  the  U.  S.  Bureau  of  Labor 
Statistics.  (See  "Contentione  of  the  Parties",  above).  Many  of  the  reasons 
for  the  war-time  increases  in  straight-time  earnings  will  disappear  with 
peace-time  conditions  of  production;  thus  an  uncritical  conrparison  of  straight- 
time  earnings  with  the  official  measure  of  living  costs  may  be  very  deceptive. 

As  regiards  wage  rates,  there  is  one  solid  fact  which  the  Board  can  rely 
upon,  namely  the  war-time  increase  in  the  basic  minimum  wage  rEtifeein  the 
company's  plants.  Since  January  19^1,  this  company  has  raised  the  minimum 
rate  in  the  plants  involved  in  this  dispute  by  lU^  cents  an  hour.  This  lu- 
cent increase  was  granted  to  all  the  factory  workers  in  these  plants.  An 
•  increase  of  ik^,   compared  with  the  straight- time  average  of  85.6  cents  an 
hour  in  January  19*^1,  is  equivalent  to  a  general  wage  increase  in  living 
costs  of  33  percent.  Merely  to  equalize  a  33  percent  rise  in  living  costs 
from  a  base  figure  of  85.6  cents,  a  wage  increase  of  1^  cents  an  hour  would 

be  required  (85.6  x  O.33  z   28.2;  28.2  -  IU.5  -  i3.7) 
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A  special  factor  in  the  preeent  caee  Ijb  the  withdrawal  "by  the  company^ 
In  March  19^3,  of  Ite  previous  service  compensation  bonus.  A  company  re- 
presentative testified  before  this  Board  that  the  withdrawal  of  this  bonus 
would  save  the  compauy  about  2  percent  of  its  wage  bill.  Biis  2  percent 
aaving  to  the  company,  which  may  be  very  well  offset  by  a  general  wage  in- 
crease, is  equal  to  sli^tly  more  than  2  cent«  an  hour. 

(3)  Recent  Battems  of  Collective  Bargaining 

Ihe  Board's  recommendation  fcx  axx  l8-cent  wage  increase  in  this  case 
is  equivalent  to  slifc?htly  more  them  a  15  percent  increase  in  the  present 
level  of  straight-time  earnings.  Ihis  recommendation  has  biaen  found  to  be 
closely  in  line  with  the  pattern  of  recent  wage  settlements  in  related 
Industries. 

As  for  the  farm  machinery  induetr;/  itself,  the  International  Harvester 
Company  is  the  leading  producer  euid  no  final  wage  settlements  have  been  con- 
cluded by  the  other  leading  manufacturers. 

However  a  number  of  important  wage  settlements  have  been  made  since 
V-J  day  by  companies  which  employ  workers  of  similar  afeills,  Vhlch  are  of 
similar  sis^e  and  which  have  similar  conditions  of  price  margin  and  profit 
position. 

In  general,  the  recent  results  of  collective  bargaining  in  related 
Industries,  as  compiled  by  the  U,  S,  Bureau  of  Labor  Statistics  show  wage 
increases  of  10  to  20  percent  ox  of  5  to  20  cents  per  hour. 

Among  these  settlements,  perhaps  the  most  influential  are  those  of  the 
steel  industry  and  the  Ford  and  Chrysler  companies.  Ihe  steel  settlement 
result  fa  in  an  l8|--oent  increase,  coupled  with  a  substantial  increase  in 
the  prices  of  steel  productr .  The  Ford  Company  settled  for  l8  cents  and 
the  Chrysler  Corporation  settled  for  l8|-  cents*  Since  international  Harvester 
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16  a  producer  of  steel  mid  a  competitor  vith  Ford  and  Chrysler  in  the  sale 
of  motor  trvickBj  these  three  recent  settlements  are  of  prime  Importance. 
Some  attention  should  also  be  paid  to  the  settlement  of  the  General  Motors 
Corporation  vith  its  electrical  vorkers  for  a  vage  increase  of  l8j  cents  an 
hour,  as  veil  as  the  19|  cent  recommendation*  of  the  Fact-finding  Board  in 
the  General  Motors  case,  involving  those  plants  ^Idh   are  organized  by  the 
automobile  vorkers  rather  than  by  electrical  vorkets, 

Among  the  other  recent  settlements  in  the  metal-vorking  industries 
vage  Increases  of  15  percent  are  very  common  in  cases  of  the  larger  compeaxies 
vhere  -Uie  settlements  axe  final  '{ctnd  thus  not  contingent  on  settlements  in 
other  cases). 

The  Board  believes  that  the  cases  which  have  been  cited  indicate  that 
its  recommendation  of  l8  cents,  aveiBging  about  15^  percent,  is  not  out  of 
line  vith  the  pattern  of  recent  settlements  throu^  collective  bargaining 
in  related  industries. 

(U)  Executive  Older  9697 

uAfter  preparation  of  the  above  f indingc  and  recommendations  on  the 
general  vage  issue,  but  before  the  transmittal  of  this  report  to  the 
Secretary  of  Labor,  Executive  Order  9697  vas  issued.  !Ihat  Ojder  provides 
that  "All  arbitration  avards,  and  all  recommendations  of  publicly-appointed 
fact-finding  paiiels,  vith  respect  to  vage  or  salary  issues  shall  conform 
vith  the  standards  of  this  order." 

We  are  of  taie  opinion  that  the  entire  amount  of  the  Increase  herein  re- 
commended is  approvable  under  the  standards  set  forth  in  paragrajh  3(a)  of 
Erecutive  Order  96??.  To  the  extent  vhich  it  might  be  found  to  be  uoapproti*. 
able>  should  the  Company  elect  to  ask  prior  approval  of  the  appropriate 

stabilization  agency,  it  is  o\ir  opinion  that  any  such  excess  could  be  absorbed 
by  the  Coii^Any  -and  vaived  as  provided  by  para^^^jh  5(c)  of  the  Executive  Or^r. 


II  >  UKION  SECURITY 

The  IMlon  has  demanded  a  union  shop  with  check-off  of  initiation 
feee,  dues,  finee  and  aeeesemente. 

In  collective  "bargaining  and  in  thp  procedures  "before  the  Board, 

X 

the  Gcmpany  expressed  a  willingneHS  to  grant  some  form  of  union  security. 
The  real  difference  between  the  parties  was  the  extent  and  the  form  that 
such  union  security  should  take. 

In  the  expired  contract,  the  Union  was  granted  a  maintenance  of 
membership  provision,  which  was  placed  in  effect  after  a  ifef erendian  was 
held  among  the  workers  under  the  auspices  of  the  National  War  Lahor 
Board. 

We  "believe  that  a  fair  and  equlta"ble  provision,  which  will  insure 
the  Union  the  fullest  measure  of  security  consistent  with  the  rights  of 
individual  employees  and  the  least  administrative  difficulty  to  the 

V. 

Company,  would  "be  a  maintenance  of  membership  cjLause  with  a  15-day 
escape  period  and  the  voluntary  little  Steel  type  of  check-^off  to  cover 
reasonable  Union  initiation  fees,  dues  and  aeseeements.  The  present 
maximum  limits  for  initiation  fees,  dues  and  assessments,  which  appear 
in  the  Unicoi's  constitution  and  by-laws,  are  as  follows:  initiation 
fees  $15.00;  dues  $1.50  per  month;  assessments,  $1.00  per  year. 

It  will  be  noted  that  the  Board  does  not  recommend  the  check-off 
of  fines. 
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.J 

The  expired  contract,  which  hae  heen  In  effect  since  V)h2, 
called  for  the  payment  by  the  Company  to  Union  committeemen  and 
etewarde  for  time  epent  in  the  settlement  of  grievances.  The  Company, 
in  collective  bargaining  meetings  vith  the  Union  and  in  these  proceed- . 
ings,  has  indicated  a  willingness  to  continue  the  practice,  if  reason- 
able limits  could  be  established  so  as  to  avoid  abuses.  The  Ccmpany 
representatives  have  stated  that  certain  of  the  local  Unions  have 
grossly  abused  this  provision  of  the  expired  agreement. 

The  Board  reccanmends  the  continuance  of  the  contract  provision 
in  the  expired  agreement,  with  slight  modification.  We  call  attention 
to  the  fact  that  the  modification  recommended  by  the  Board  permits  the 
Conrpany  to  Inaugurate  a  grievance  at  the  third  step  of  the  grievance 
procedure,  and  that  if  no  satisfactory  agreement  can  be  arrived  at  by 
the  parties,  the  allegation  of  abuses  is  subject  to  the  arbitration 
provision  at  the  final  step  of  the  grievance  procedure. 

We  urge  the  responsible  Union  officials  to  take  cognizance  of  the 
abuses  whihh  seem  to  be  indicated  by  the  record  in  certain  of  the  locals 
here  involved.  Payment  to  stewards  and  dommitteemen  should  be  kept  within 
reasonable  bounds  and  limited  to  necessary  time  actually  spent  on 
grievances. 
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Neither  the  Ccanpany  nor  the  Union  have  any  objection  to  pro- 
vision for  arbitrations  at  the  end  of  the  grievance  clause  of  the 
prospective  contract.  There  are  two  major  points  of  difference  be-^ 
tween  the  parties,  however.  The  Company  is  fearful  that  the  arbitra- 
tion provision  proposed  by  the  Union  will  lead  to  the  compulsory 
arbitration  of  all  matters  In  dispute  throughout  the  life  of  the 
agreement,  regaardless  of  the  nature  or  scope  of  such  disputes.  The 
CcBopany  has  stated  that  If  arbitration  Is  limited  to  grievances 
arising  under  the  terms  of  the  agreement.  I.e.,  Involving  Its  Inter- 
pretation and  application,  they  would  have  no  objection. 

The  Company  Is  also  opposed  to  the  Union's  proposal  for  a  per- 
manent umpire  system.  They  prefer  ad  hoc  arbitration. 

The  Board  recommends  that  provision  be  made  for  arbitration  at 

the  conclusion  of  the  grievance  procedure,  arbitration,  however,  to 

be  limited  to  grievances  Involving  the  Interpretation  or  appllcatlCHi 

of  the  tenos  of  the  contract.  It  should  be  noted  that  the  recent 

President's  National  Labor -Management  Confer^ice  imanlmouely  agreed 

that  arbitration  In  collective  bargaining  agreements  should  take  this 
foxm. 

While  the  Board  believes  that  a  permanent  umpire  system  of 

arbitration  would  be  more  desirable  here  because  of  the  complexity  of* 

.  ■*   ■ 

the  issues  involved  in  the  numerous  grlevancese which  have  arisen  under 
the  recently  expired  contract,  as  witnessed  by  cases  involving  these 
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grievancee  whlcli  have  come  before  the  National  War  Labor  Board,  we 
hesitate  to  recommend  provision  for  a  permanent  umpire  eyetem  In  the 
contract  unleee  by  agreement  of  the  parties.  We  recanmend  that  the 
parties  give  serious  conelderatlcxi  to  naming  an  arbitrator  In  the 
contract,  whose  term  of  office  would  extend  for  the  life  of  the  agree- 
ment, unless  otherwise  changed  by  mutual  agreement.  We  believe  that 
the  value  of  the  services  of  an  arbitrator  to  the  Industrial  relations 
welfare  of  the  parties  may  be  considerably  enhanced  by  the  experience 
gained  through  more  freguent  contact  with  the  shop  practices  prevail- 
ing In  the  various  International  Harvester  plants  and  the  character- 
IstlcB  of  the  Company's  wage  and  Incentive  system  than  would  be 
possible  under  an  ad  hoc  arrangement. 

However,  If  the  parties  are  unable  to  agree  upon  the  principle 
of  a  permenent  umpire,  to  be  named  In  the  contract,  we  then  recommend 
that  the  arbitration  clause  In  the  prospective  contract  call  for  a 
agre^aent  between  the  parties  on  an  arbitrator  on  a  case  to  case,  basis, 
with  further  provision  that  the  arbitrator  be  named  by  the  Director  of 
the  United  States  Conciliation  Service  In  the  event  there  Is  a  failure 
to  agree  within  a  limited  period. 
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Susimary  of  laauea 

Apart  from  the  laeue  of  a  general  or  orerall  vage  Increaae,  the 


CoBJi^any  and  ttie  Union  have  been  In  dlaagreenent  orer  a 


group  of 


laB^ea  relating  to  the  structure  and  application  of  ^trage  rateiS*     In 
general^,  the  Utlton  ha«  been  demanding  a  eerles  of  etepe  to  eimpllfy 
the  vage  0lructu3?e>  to  correct  alleged  Inequalities  (without  the  lower- 
ing of  any  expiating  rates),  and  to  give  the  representatives  of  the 
worJcers  a  greater  control  of  the  application  of  wage  policy  to  par-« 
tlcular  alliuatlons*.    The  Company's  general  position  Is  thiat  the 
plating  wage  structure  Is  the  result  of  long  experletiQe  and  sclen* 
tlf  Ic  study  so  that  while  It  may  be  Improved  In  detail  It  should  re- 
main imehanged  In .  essentials » 

For  almpllclty,  the  set  of  Issues  relating  to  wage  structure  may 
be  siaopnarlzed  under  f oiir  headings: 

A;     Incorporation  of  general  wage  Increasee  with  the  piece- 
work base. 

B.     Hevlalons  of  structure  of  Job  classifications,  labor  grades 
and  resulting  wage  rates. 

C*     Revision  of  the  procedure  of  setting  piece-work  prices. 

D.     Liberalization  of  allowance  rules  for  piece  workers/ 
A  large  number  of  particular  Issues  have  been  presented  under  the  second 
heading  as  listed  above*. 

A.       General  Wage  Increases  and  the  Plece-Woi^  Base  *. 

Plant*wld#  wags  Increasee  In  wagea  C»lnce  1956  amounting  to  a 
total  of  2k^  eente  per  hour  In  mps^t  of  thta  Company's  plants)  have  been 
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added  to  the  base  pay  of  each  vorker,  regard  leoe  of  whether  that  vorker 
vas  paid  on  an  hourly  or  a  plece-vork  baels.     For  an  hourly-paid  worker, 
no  problem  arises.     For  example,  a  class  of  workers  whose  straight-time 
hourly  rate  was  60  cents  In  1956  would  have  a  corresponding  rate  of  8U| 
cents  per  hour  at  present.     For  piece  workers,  however,  a  problem  has 
arisen.     Should  the  various  general  Increases  be  simply  added  to  the 
stralght-tlma  compensation  for  the  hours  on  duty  or  should  the  piece 
rates  themselves  be  adjusted  proportionately?    This  Company  has  chosen 
the  former  alterative.    A  piece  worker  now  receives  an  hourly  bonus  of 
2k^  cents  for  each  stral^t-tlme  hour  of  work,   In  addition  to  his  piece- 
rate  earnings.     In  the  case  where  this  piece  worker  Is  employed  for 
overtime  hours,  he  receives  a  bonus  of  56-5A  cents,  or  time  and  one- 
half,  for  those  overtime  hours. 

The  Union  contends  that  these  past  general  wage-rate  Increases, 
and  any  future  general  Increases,  should  be  Incorporated  Into  the  piece 
rates  themselves.     The  Company  wishes  to  retain  Its  present  system  of 
merely  adding  the  general  Increase  as  an  hourly  bonus  to  the  piece 
workers.     Because  more  than  half  the  workers  Involved  In  this  case  are 
employed  on  a  piece-rate  basis  of  payment,  this  Issue  has  a  wide  appli- 
cation. 

The  Union,   In  support  of  this  demand,  contends  that  the  piece  workers 
have  lost  an  average  of  2^  cents  per  hour  as  the  result  of  the  failure  of 
the  Company  to^  Incorporate  general  wage-rate   Increases   Into  the  piece-rate 
structure.     The  Company  contends,  first,  that  acceptance  of  the  Union 
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demand  vould  require  a  Large  voLune  of  computation  In  the  adjusting  of 
thousands  of  Individual  piece  rates.     Further,  the  Company  contends 
that  the  Union's  proposal  vould  amount  to  a  "hidden  vage  Increase"  for 
piece  vorkers  hecause  most  of  them  have  been  earning  more  than  the 
expected  not^nal  rate. 

The  Company's  present  practice  of  adding  general  vage  Increases 
as  a  bonus  to  Its  piece  vorkers  does  not  put  these  piece  vorkers  under 
any  general  disadvantage.     This  Board  Is  not  vllilng  to  a:^commend  that 
the  Company's  system  be  revised,   In  this  respect,  because  It  Is  not 
clecu*  to  the  Board  that  the  vorkers,  as  a  vhole,  vould  gain  any  ad- 

■■/ 

vantage  from  a  revision.  At  the  same  time,  the  Board  calls  the 

,-*■- 
attention  of  the  Company  to  certain  advantages  the  Company  might  gain 

',»   •  •     ' 

by  the  revision  of  Its  procedure. 

Under  the  present  system  of  the  Company,  the  general  vage  rate 
Increases  operate  to  dilute  the  Incentive  basis  of  the  Company's  plece-^ 
vork  system.  On  the  one  hand,  the  earnings  of  a  piece  vorker  are  sup- 
posed  to  be  closely  related  to  his  effort.  On  the  other  hand,  the  Com- 
pany nov  adds  an  hourly  bonus  to  his  earnings  that  Is  not  related  to 

«  -  t-    '     ■ 

his  effort. 

From  the  Company  standpoint.  It  may  be  very  advantageous  to  base 
the  Incentive  factor  on  the  existing  basic  scale  of  earnings,  rather 
than  to  dilute  the  Incentive  factor  by  means  of  an  unrelated  bonus. 

From  the  Union  standpoint,  this  particular  demand  appears  to  the 

■r 

Board  as  reflecting  Its  desire  to  Increase  the  earnings  of  tbe  most 
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efficient  piece  vorkers.     Tbat  objective,  though  highly  laudable,  needs 
to  be  weighed  against  certain  other  considerations. 

The  Union's  allegation  that  the  Company's  present  system  has  cut 
plece-vork  vagies  by  2^  percent  must  be  related  to  the  special  conditions 
of  war-time  production.    Under  these  conditions,  the  piece  workers  wer^ 
anxious  to  "produce  to  the  limit  of  their  strength.     As  a  result,  many 
piece  workers  greatly  Increased  their  output.     These  piece  workers  might 
have  earned  more  than  they  did  If  the  general  wage-rate  Increases  had  been 
Incorporated  Into  the  piece-work  base.     It  does  not  follow,  however, 
that  the  postwar  piece  workers,  as  a  whole,  would  benefit  from  the 
acceptance  of  the  Union's  proposal. 

The  general  Increases  heretofore  granted  have  not  been  Integrated 

Into  the  piece-rate  prices  since  1936.     Therefore,  unless  a  change  Is 

accomplished  throu^  collective  bargaining,  we  do  not  recoxnnend  that 

the  practice  of  the  last  ten  years  be  changed. 

B.       Revision  of  Job  Classifications,  Labor  Grades  and  Individual 
Vam  Rates. 

A  system  of  Job  classification,  for  evaluation,  labor  grading  and 

resulting  wage  rates.   Is  In  effect  In  all  of  the  Company's  plants.     This 

system  of  determining  the  wage  structure  Is  considered  by  the  Company 

to  be  well' established  and  scientific.     The  Company's  specific  wage 

rates  In  l%s  Individual  plants  are  also  said  to  be  comparable  to  those 

that  are  eistabllshed  by  local  labor  market  conditions. 
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Under  the  present  system,  the  thousands  of  Harvester  workers  are 
classified  under  a  number  of  occupational  titles.  These  occupational 
titles  are  sub-class  If led.  In  many  Instances,  Into  two  to  five  sub- 
classes (e.g.,  Inspecotrs  A,  B,  C,  D,  E)  according  to  the  ascending 
order  of  competence  which  Is  alleged  to  be  Involved.  The  sub-oiasses 
of  Jobs  are.  In  turn,  grouped  Intp  labor  grades.  Each  of  these  labor 
grades  are  designed  to  group  together  the  Jobs  or  sub-class  If  led 
Jobs  Into  classes  which  have  similar  Job  requirements. 
*         For  Its  hourly-paid  workers,  the  Company  has  established  19  labor 
grades,  each  with  a  specific  minimum  and  maximum  hourly  rate  for  each 
of  Its  plants.  Workers  progress  within  the  rate  range  (minimum  to 
maximum)  under  an  established  merit  rating  plan  administered  by  the 
Company. 

If 

For  Its  piece  workers  (5/5  of  the  total  production  force),  the 
Company's  system  Is  somewhat  more  Involved.  There  are  23  labor  grades 
for  the  piece  workers,  each  with  Its  distinctive  base  and  occupational 
earning  rate,  from  which  the  piece-work  price  for  the  operation  Is  ! 
derived.  In  addition,  each  group  of  piece  workers.  In  a  given  labor 
grade.  Is  guaranteed  a  certain  minimum  hourly  earning  In  case  his 
piece-rate  earnings  fall  below  the  specified  guarantee. 

ft 

Opposing  Contentions. 

1;     Labor  Grades.     The  Union  Is  demanding  that  there  should 
be  no  more  than  ten  labor  grades  to  Include  all  hourly-paid  and 
piece  workers.     The  Company  contends  that  Its  present  system  of 
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19  grades  for  hour  ly-^  pa  Id  workers  plus  23  grades  for  piece  workers 
Is  based  on  long  experience  and  scientific  study,  llerertheless, 
the  Company  has  offered  to  explore  with  the  Union  Its  present 
system  of  labor  grades,  with  a  view  of  consolidating  such  labor 
grades  as  may  be  shown  to  be  not  based  on  adequate  distinctions. 

2>  Job  Classifications.  •The  Union  demands  that  there  should 
be  no  more  than  two  sub-c  lass  If  Icat  Ions  of  any  Job.  The  Company 
cites  the  wide  range  of  Its  products  as  a  basis  for  Its  contention 
that  the  existing  number  of  sub«rc  lass  If  Icat  Ions  Is  necessary  under 
each  of  Its  Job  titles. 

3.  Single  Rate  for  Hourly-Paid  Jobs.  The  Union  would  like 
a  single  hourly  rate  for  each  group  of  Jobs  Instead  of  a  rate  range 
as  at  present.  AjLternatlvely,  It  Is  demanding  a  system  of  auto- 
matic Isngtdi  of  service  progression  from  the  minimum  to  the  maximum 
of  the  rate  range.  The  Company  contends  that  any  departure  from 
the  present  system  of  company-determined  merit  Increases  would 
decrease  tftie  Incentive  of  these  workers  to  Improve  their  usefulness 
to  the  Company. 

-  ^*  Premium  Pay  for  Combination  Jobs.  The  Union  Is  demanding 
a  hl^er  Job  evaluation  and  rate  for  workers  who  are  required  to 
perform  two-  or  more  Jobs  or  tend  two  or  more  types  of  machines. 
The  Company  contends  that  these  combinations  represent  standard 
Industrial  practice,  that  no  excessive  effort  Is  Involved  and  that 
any  attempt  to  reclassify  /these  special  ccmblnatlonp  of  Jobs  would 
disturb  the  whole  wage  structure. 
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^.     E^ual  Pay  for  Women,  la  demanded  by  the  Union  wherever 
women  are  employed  at  work  of  the  same  labor  grade  aa  that  per- 
formed  by  men.     The  Company  contends  that  competitive  eltuatlona 
In  each  area  determine  the  hiring  of  women  and  their  wage  ratea, 
tttt  that  It  la  willing  to  conalder  alleged  cases  of  discrimination 

because  of  sex. 

6.  Inter-Plant  Wage  Differences.     The  Union  asks  for  equal 

III II  I ■  III  III  I  nr    II  .  I     '  I      " 

wage  rates  In  all  plants  (wherever  eltuatdd).  for  work  In  a  given 
labor  grade.  The  Company  replies  that  Its  present  differentials 
ase  designed  to  reflect  the  prevailing  rates  In  each  of  the  areas 
where  the  several  plants  are  operated.  The  Company  contends  that 
this  demand  would  Involve  the  raising  of  all  rates  to  Its  highest 
level,  a  proposal  that  Is  unsupported  by  any  statistics  as  to  area 
differences  In  wages. 

7.  Relation  of  Hourly  and  Piece  Bates.  The  Union  proposes 
that  the  hourly  rate  for  each  labor  grade  (if  a  single  rate)  Or 
the  mld-polnt  of  the  rate  range  ( If  a  rate-range  system  Is  re- 
tained) be  equalized  with  the  occupational  earning  rate  for  piece 
workers.  The  Company  contends  that  It  Is  not  only  Impracticable 
to  assimilate  the  hourly  and  piece  rates  Into  any  single  system 
of  labor  grades  and  pay  rates  because  the  conditions  of  work  are 
different  as  between  time  work  and  piece  work,  but  that  the  proper 
comparison  of  wage  rates  between  day-rate  workers  and  Incentive 
workers  Is  the  day-work  rate  compared  to  the  piece-work  guarantee. 
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The  confualofus  of  the  testlmoiiy  as  to  the  Company's  vage-rate 
structure  provides  an  ample  Indication  that  the  basis  of  Its  wage-rate 
policy  has  not  been  made  clear  to  Its  vorkers.     If  the  experts  of  the 
Union  and  the  Company  could  not  make  the  logic  of  this  wage  structure 
clear  In  extensive  hearings  before  this  Board,   It  Is  hardly  possible 
that  the  logic  of  this  wage  system  could  be  clear  to  the  Individual 
workef  In  the  Company's  plants. 

Accordingly,  the  Board  finds  that  the  Company  and  the  Union  should 
negotiate  a  simplification  of  the  Company's  present  wage  structure  with 
the  object  of  reducing  the  number  of  Job  classifications  and  labor  grades 
to  the  smallest  number  that  can  be  Justified  as  representing  real  dif- 
ferences of  effort,  skill,  precision,  experience  and  conditions  of  work. 
In  view  of  the  fact  that  past  negotiations  on  these  matters  have  failed 
to  2^sult  In  agreement,  the  Board  recommends  that  the  Company  end  the 
Union  should  Jointly  employ  a  technical  expert  who  would  report  to  both 
parties,  without  any  conmiltment  by  either  party  to  accept  any  recom- 
mendations by  this  expert.     Such  a  report  could  then  be  the  basis  of 
Informed  collective  bargaining  upon  this  Issue. 

In  view  of  the  fact  that  this  group  of  Issues  are  very  detailed  In 
nature,  the  Board  must  limit  Its  specific  findings  to  a  very  few  guiding 
principles: 

1.    The  smallest  possible  number  of  labor  grades  should  be 
sought,  as  determined  by  real  and  Important  differences  in  the 
requirements  of  the  various  classes  of  work.     In  this  matter, 
noltber  the  West  Coast  Air  Frame  decision  of  the  War  Labor  Board, 


A-12 


/ 


Wage  Structure,  cont'd.   — 

nor  the  decision  of  the  Regional  War  Labor  Board  for  metal 
working  In  the  Chicago  area,  nor  the  standard  labor-grade  systexDS 
of  various  einployer  associations  should  be  regarded  as  In  the 
nature  of  a  fixed  precedent. 

2.     A  very  definite  effort  should  be  made  to  negotiate  a 
smaller  number  of  eub-c  lass  If  Icat  Ions  under  the  Ccmpany's  various 
Job  titles.     Some  of  the  distinctions  alleged  In  sub-class  If  Icat  Ions 

« 

of  Jobs  presented  before  this  Bo$a:^l  appear  to  the  Board  as  artificial 
and  subjective  In  nature.     It  may  be  that  real  differences.   In- 
adequately expressed,  may  lie  behind  these  subclasses  of  Jobs.     If 
so,  the  Company  has  a  real  duty  to  make  the  basis  of  these  dls- 
tinctlona  acre  lucid.     The  Board  refrains  from  recommending  any 
definite  limit  to  the  number  of  sub-classes  within  any  occupational 
title  because  any  such  finding  would  be  artificial  and  unreal.     A 
distinction  that  would  appear  as  a  sub-rclasslf  Icatlon  under  one 
system  of  titles  would  be  represented  by  two  different  occupational 
titles  under  an  alternative  system. 

5,     The  Board  recommende  denial  of  the  Union  request  for  a 
single  rate  for  hourly*pald  Jobs.     It  Is  clear,  on  the  one  hand, 
that  advancement  within  a  labor  grade  should  be  based  on  the 
real  achievement  of  the  worker  rather  than  on  any  personal 
favoritism.     Also,   It  Is  clear  that  an  efficiently-operating 
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company  heui  reason  to  Infllst  upon  some  method  of  rewarding  Its 
more  efficient  workers  In  any  occupational  class.  In  place  of  an 
abolition  of  the  Company's  rate  ranges.  It  Is  suggested  that  al- 
leged Inequalities  of  wage  rates^  resulting  from  failure  to  grant 
merit  Increases  within  the  rate  range  be  made  the  subject  of  the 
normal  grievance  procedures. 

k.    The  Union  has  failed  to  establish  any  gross  Inequality 
resulting  from  the  Company's  occasional  practice  of  requiring 
workers  to  perform  combined  Jobs  within  the  same  general  labor 
grade.  This  matter  may  be  appropriate  for  future  negotiations 

d 

between  the  Company  and  the  Union,  but  Is  not  appropriate  for  a 
finding  on  the  basis  of  the  record  so  made  In  these  proceedings. 

5.  The  Company  has  Indicated  that  It  Is  willing  to  pay 
the  same  rate  of  wages  to  women  as  to  men  In  any  given  plant  If 
the  real  conditions  of  work  of  the  two  groups  and  their  perform- 
ance are  similar.  Accordingly,  no  finding  Is  required  of  this 
Board  at  this  point  except  that  alleged  violations  of  this  equal- 
pay  principle  should  be  subject  to  question  through  the  regular 
grievance  procedure. 

6.  Official  statistics  and  the  record  In  this  case  provide 
no  basis  for  supposing  that  the  work  In  an  established  labor  grade 
should  be  paid  at  the  same  rate  In  different  areas.  On  the  con- 
trary, wide  differences  In  wage  rates  for  similar  work  prevail 

In  the  different  areaw  In  vhlch  pl^nt^  of  thl^  Company  are 
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located.  For  this  reason,  the  Board  cannot  form  any  conclueion 
ae  to  claimed  inter-plant  inequalities.  Indeed,  the  Board  raises 
a  question  Aether  the  Company  should  attempt  to  apply  a  single 
system  of  ^ob  evaluation,  labor  grading,  and  rate-set.ting  to  its 
various  plants,  engaged  as  they  are  in  very  different  operations 
and  located,  as  they  are,  in  very  different  labor  markets. 

7 .   The  relationship  of  the  hourly  and  piece-zate  wage 
.structure  of  this  Company  represents  one  form  of  the  general 
issue  in  ^ich  the  Board  has  alieady  made  a  findixig:  namely, 
that  ever^  attempt  should  be  made  to  eimplif;y  the  vage  structure 
of  this  Compaxiy  and  to  make  the  results  understandable  to  the 
Company's  employees.  The  difficulty  of  understanding  could  be 
most  easily  resolved  if  the  Company  could  negotiate  a  single 
system  of  labor  gxades  for  piece  voxkers  and  fox  hourly-paid 
workers,  with  appropriate  differences  in  ttieir  aoxmal  eainii%s, 
class  by  class.  If  this  degree  of  simplification  does  not  prove 
to  be  practicable,  then  the  Company  eihould  negotiate  a  common 
understanding  with  the  Union  as  to  the  basis  for  the  differenti- 
ation. In  case  such  negotiation  should  not  result  in  substantial 
agreeioBnt,  the  Board  recommends  the  joint  employment  of  an  expert 
investigator  \dio  would  make  a  report  to  both  parties,  without  any 
advance  commitment  by  either  party  to  accept  his  findings. 
C.   Revision  of  the  Procedui-e  of  Setting  Piece-Work  Prices. 

Basis  of  the  Issues .  The  Company  places  its  production  workers  on 
piece  rates  as  soon  as  it  believes  it  has  established  a  valid  basis  for 
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a  piece  late  for  any  given  operation  in  an  individual  plant .  The 
individual  operation  is  liist  clasBified  into  one  of  the  2;?  labor  giadea 
that  have  been  eetabliehed  for  piece  vorkers.  For  each  of  these  labor 
grades,  an  occupational  earning  rate  has  been  established.  This   "earn- 
ing late'*  iHB  the  amount  per  hour  of  straigjit-time  voxk  \diich  a  noarmally 
efficient  ^rker  is  expected  to  earn  at  incentive  efficiency  on  vork 
of  the  pre*?ribed  labor  grade.  Once  this  "earning  rate"  has  been 
established^  the  opeiation  is  timed  to  determine  hov  many  pieces  a 
normal  workpi-  can  be  expected  to  produce  each  houx-.  Certain  rest 
period  and  tother  allowances  are  made  in  figuring  the  expected  rate  of 
production^  By  dividing  the  "earning  late"  by  the  adjusted  rate  of 
output  perjiour,  the  Company  arrives  at  the  rate  per  price  whidi  it 
deems  appropriate  for  the  individual  operation.  Besides  the  occupa- 
tional ear^na,  rate,  each  labor  gJ^ade  of  piece  woxkers  has  an  occupa- 
tional  dayaate.  The   latter  rate  is  a  guaranteed  minimum  earning  per 
hour  ^ich  will  be  paid  under  all  circumstances.  !Ihe  guaxanteed  day 
rate  is  normally  about  20  percent  below  the  earning  rate  because  the 
Company  expects  that  there  will  be  a  20  percent  difference  between 
the  output  of  a  piece  workei-  and  a  time  worker  on  the  same  oOl^- 

The  Union  contends,  as  has  been  noted  above,  that  the  labor 
giades  of  piece  woiicers  and  time  workers  should  be  amalgamated  into  a 
total  of  t^n  labor  grades.  On  this  particular  point,  the  Board's 
findings  hoTz,   bejn  given.  Apart  from  any  such  integration  of  labor 
grades,  Vic   Union  desires  to  reform  the  administration  of  the  Company's 
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plece-vork  system  in  the  folloving  vays: 

1.     By  establifihlnG  piece-woxk  prices  at  levels  designed  to 
yield  30  peicent  more  than  the  base  latee  for  time  woxkeis  in  the 
eaioe  labor  grade. 

2»  By  deferring  the  making  of  time  studies  for  the  setting 
of  piece  rates  until  the  normal  method  of  manufacturing  for  any 
given  occupation  has  been  established* 

3,  By  requiring  that  a  union  stevard  participate  in  the 
making  of  all  time  studies. 

k.     By  timing  all  workers  on  the  basis  of  100  percent 
efficiency  without  any  arbitrary  Judgments  as  to  whether  the 
worker  was  operating  at  ibove  01  below  normal  efficiency. 

5.  5y  providing  allowances  in  timing  for  fatigUe^  pexsonal 

« 

needs  and  clean-up  time . 

6.  Bj  announciii^  the  piece-work  pxlce  within  one  working 
day  after  the  completion  of  the  time  otud^  . 

7.  By  informing  the  Union  stewaxd  ixi  writing  of  each  new 

ploce-voiic  price. 

8.  By  abstaining  f^om  changiiig  axi^'  ,jiece-woik  price  unless 
there  has  been  a  substantial  change  iii  the  opei'ation^   or  the 
introduction  of  a  combined  operation,  or  a  claim  that  the  piece 
rate  is  too  low. 

As  to  these  demands,  the  Company  has  contended,  in  general,  that 
Its  present  system  of  fixing  piece  rates  is  fair  and  equitable. 
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Specifically,  the  Company-  contends  that  theie  ie  xiO  basis  lor  laising 
piece  rates  to  ^ield  iO  pexcent  moi*e  than  the  respective  base  iates, 

i 

that  its  present  timing  of  piece -I'ate  studies  is  fair,  that  its  allov- 
ancee  are  equitable,  that  union  representatives  have  ample  knowledge 
of  the  rates,  and  that  the  Union  demands  would  require  useless  work  on 
the  part  of  the  Company  and  lead  to  useless  contentions. 
With  respect  to  these  demands,  the  Board  finds: 

1.  The  Union's  reason  for  asking  an  increase  in  piece-work 

J* 

prices  ^to  yield  30  percent  above  the  base  rate  is  not  proved  by 
any  evidence  in  the  record  and,  accordingly,  is  not  recommended. 

2*  The  Union's  request  that  time  studies  be  deferred 
until  normal  conditions  of  production  are  established  ie  a  reaeon- 
able  request .  However,  we  have  no  reason  to  believe,  from  the 
evidence  adduced  at  the  hearings,  that  the  Companj^  has  failed  to 
confoim  to  this  procedure  in  the  past.  The   exact  application 
of  thi^  entirely  pioper  standard  to  particulai-  cases  must  be  a 
subject  of  negotiation  and  an^  alleged  departuxes  from  it  should 
be  made  subject  to  the  noxmal  grievance  pxocedure. 

~j>.     In  place  of  the  Union's  xequest  for  the  attendance  of 
shop  stewaids  during  time  studies,  the  Boaxd  lecommends  an  alterna- 
tive procedure,  as  described  below.  An^   xlgid  requirement  of  the 
type  requested  bj  the  Union  would  appeai-  to  the  Board  to  be 
onerous  and  out  of  propoxtion  to  aiiy  benefit  to  the  workexs. 

U.  Vfoile  it  may  be  impractical  to  time  each  worker  as  if  he 
were  100  percent  efficient,  it  is  elementary  that  the  workers 
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involved  efeould  knov  \*iat  staMard  of  efficiency  vas  assumed  by 
the  Company  in  recording  time  studies  for  the  basis  of  establish- 
ing piece  rates.  Biis  knov/ledge  should  be  available  as  a  result 
of  a  finding  described  below. 

5.  The  Company's  paiticular  system  of  allowances  in  making 
time  studies  constitutes  too  detailed  a  subject  fox  adequate 
assessment  by  this  Board.  Again,  the  essential  standard  should 
be  that  the  workers  affected  should  have  ,free  access  to  the 
relevant  information  so  that  an^-  injustices  in  the  final  lesult 
may  be  corrected  through  the  regular  grievance  procedure. 

6.^  Qhe  Union  request  for  the  announcement  of  piece-work 
prices  3within  one  working  day  of  the  completion  of  its  time 
studieel- constitutes  a  demand  that  is  not  supported  by  any  sub- 
stantiafi  evidence  in  the  record  of  these  proceedings.  Vftiile 
any  unifeasonable  delay  should  be  avoided,  the  Board  is  unable 
to  see  *he  reason  for  any  such  rigid  requirement. 

7^  The  Board  is  impressed  with  the  need  to  inform  the 
workers^ affected  of  the  results  of  time  studies,  the  basis  for 
€uay  comjjany  estimates  of  efficiency  of  the  workers  who  are  timed 
and  the. Company  allowances  for  such  factors  aa  fatigue  and  per- 
sonal needs.  Likewise,  the  piece  workers  affected  by  an;y  new 
rate  aie  entitled  to  a  clear  and  pxompt  statement  of  exactly 
what  the  new  rate  is.  These  x^quirements  are  as  much  in  the 
interest  of  the  Cprnpamy  as  the  Union.  Accordingly,  the  Board 
finds  that  it  would  be  reasonable  fOx  the  Companj'^  to  provide 
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the  abdve*m#ntibhe<i  partioularo  to  the  indinridual  work^jra  invoXired 
in  any  new  pieoe*work  rate  and  to  mcdce  aucfh  Infonaation  availal]>X^ 
freely  and  pro&ptly  on  the  request  of  any  authorised  repreeentatlYe 
of  the  irorkere  affected. 

8.  An  elementary  standard  of  pieee-*work  administration 
requires  that  a  piece  rate»  once  established »  should  not  be 
changed  unless  the  relevant  conditions  of  work  are  subsequently 
changed  or  unless  an  error  or  oversight  was  made  on  establishing 
the  original  rate*  To  this  extent i  the  Board  finds  reason  in 
the  l6iion*s  resistance  to  revisions  of  piece  rates*  Naturally i 
any  inequities  or  errors  made  by  the  Company  in  the  original 
establishment  of  a  piece  rate  should  be  a  free  subject  for 
negotiation  between  the  Company  and  the  Union  and  subject  to 
the  grievance  procedure  of  the  Contract* 
D*   Allowance  Rules* 

Allowances  are  wage  payments  made  to  incentive  workers  to  compensate 
them  for  the  Idea  of  their  regular  incentive  earnings  where  the  regular 
and  normal  productira  methods  are  impededy  interrupted  or  halted  for 
reasons  which  may  be  the  fault  of  the  incentive  worker  f  management  t  or 
from  an  outside  cause  for  which  neither  is  responsible*  Allowances  do 
not  necessarily  have  to  be  in  excess  of  the  minimum  guarantee  made  to 
the  piece  work  operator >  nor  is  it  true  that  the  minimum  guarantee  for 
the  incentive  worker  is  the  only  payment  he  has  the  right  to  expect  when 
be  fails  to  make  out  through  no  fatilt  of  Ms  own« 

The  International  Harvester  Compaq  has  recognized  for  some  time 
past  the  Justice  and  fairness  of  making  allowance  payments  te  pieceworkers 
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under  various  situations  which  act  to  limit  or  curtail  the  pieceworkers ♦ 

normal  earnings* 

The  Union  is  in  effect  demanding  that  the  average  piece-work 
earned  rate  be  guaranteed  to  the  employee  under  almost  all  situations 
where  an  allowance  rule  might  apply* 

The  same  issue  has  been  before  the  National  War  Labor  Board  on 
numerous  occasions  from  1943  on*  The  issiie  was  fully  heard  before  a 
Panel  of  the  Sixth  Regional  V^iar  Labor  Board  in  a  case  involving  eight 
of  the  plants  represented  in  these  proceedings  in  Case  #111-219370* 
The  allowance  rule  question  was  also  heard  before  another  Panel  of 
the  sixth  Regional  War  Labor  Board  in  Case  #111-2789-5.  The  latter 
case  involved  only  the  East  Mo  line  H^oorkers  of  the  International  Har- 
vester Company*  A  series  of  directive  orders  were  issued  in  both  of 
these  cases  after  further  hearings  before  the  Sixth  Regional  War  Labor 
Board  itself,  tod  several  petitions  for  reconsideration  were  also  con- 
sidered by  both  the  Regional  and  National  Vvar  Labor  Board*  In  fact, 
the  proceedings  involving  this  issue  were  so  numerous  and  actions  taken 
by  the  Regional  and  National  Board  so  varied  that  the  precise  status 
and  meaning  of  the  several  directive  orders  which  were  issued  are  sub- 
ject  to  conflicting  interpretations* 

The  allowance  rule  question  has  been  the  subject  of  bitter  con- 
troversy between  the  parties  and  has  resulted  in  at  least  one  major  work 
stoppage*  In  view  of  the  history  of  the  dispute  over  the  allowance  rule 
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question  and  the  inherent  complexity  of  the  problems  it  presents,  makes 
it  exceedingly  difficult  to  expect  that  this  Board  could  be  nay  more 
successful  in  resolving  the  issue  to  the  satisfaction  of  the  parties 
than  the  numerous  War  Labor  Board  agencies  which  have  dealt  with  the 
problem  heretofore* 

After  examining  the  history  of  the  various  disputes  involving  the 
allowance  rules  before  the  l?ilar  Labor  Board,  the  records  of  which  were 
introduced  in  evidence  before  the  Board,  and  considering  the  additional 
evidence  and  argument  presented  to  us  during  the  course  of  these  pro- 
ceedings, we  cannot  be  persuaded  that  the  average  piece-work  earning 
rate  should  be  allowed  in  all  instances,  except  where  the  failure  to 
make  out  is  clearly  due  to  the  employee's  lack  ot  efficiency  or  appli- 
cation on  the  job,  as  contended  by  the  Union. 

We  do  believe,  however,  that  in  all  cases  where  allowances  are 
deemed  necessary,  the  piece  worker  should  be  paid  his  occupational 
earned  rate  or  his  average  piece-work  earning  rate ,  depending  on  the 
degree  of  effort  expected  and  the  responsibility  placed  upon  him  under 
the  particular  conditions  which  gave  rise  to  the  grievance.  By  way  of 
example,  it  seems  obvious  to  us  that  where  a  worker  encounters  hard 
stock,  faulty  material,  or  is  given  erroneous  instructions,  and  is 
required  to  continue  with  the  Job  after  calling  the  situation  to  the 
attention  of  his  supervisor,  he  has  every  reason  to  expect  to  be 
guaranteed  his  average  piece-work  earning  rate.  Similarly,  where. 
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because  of  his  special  skill  and  aptitude,  he  is  called  upon  to  leave 
his  regular  job  to  perform  experimental  or  other  work  not  a  regular 
part  of  his  assigned  duties  and  which  he  performs  for  the  convenience 

a 

of  management,  he  should  also  receive  his  average  piece-work  earning 
rate.  However, /it  seems  equally  obvious  that  where  a  temporary  break- 
down occurs  and .he  is  called  upon  to  perform  some  other  work  to  occupy 
his  time,  which :work  does  not  call  for  anything  more  than  day-rate 
effort  or  efficiency,  industrial  practice  generally  does  not  call  for 
the  payment  of  %tie  average  piece-work  earning  rate. 

TBIe  have  not  and  shall  not  attempt  to  set  forth  a  complete  set  of 
allowance  rules j^  One  of  the  great  difficulties  in  the  past,  it  seems 
to  us,  has  beeni^the  attempt  on  the  part  of  agents  of  the  lar  Labor 
Board,  to  set  ffrth  in  precise  detail  each  and  every  situation  which  could 
possibly  call  ftr  the  application  of  an  allowance  rule.  Both  parties 
have  been  guilt|r  of  seizing  upon  language  used  in  War  Labor  Board 
recommendations'! and  orders  to  drive  a  bargaining  wedge  into  the  other's 
position. 

We  believe^/ we  have  set  forth  a  general  "rule  of  reason"  which  can 
be  used  by  the  parties  in  further  collective  bargaining  or  as  a  general 
guide,  the  details  of  which  can  be  blocked  out  on  a  case  to  case  basis 
through  the  grievance  machinery  and  arbitration  if  necessary.  If  the 
recommendations  of  this  Board  on  the  arbitration  issue  are  followed,  the 
parties  will  for  the  first  time  have  contractual  provision  for  the  use 

* 

of  arbitration  at  the  end  of  the  grievance  procedure. 
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VI.  VACi^IOWS 


Uhe  present  vacation  plan  of  the  Coiapan;/  for  the  employees 
covered  in  these  proceedings  provides  for  a  vacation  of  one  week  for 
employees  having  one  hut  less  than  five  years  of  service,  and  two  weeks 
for  employees  having  five  or  more  years  of  service,  !Ihe  plan  also  pro- 
vides for  certain  minimum  attendance  requirements  before  an  employee 
aay  qualify  for  all  or  part  of  the  vacation  period  called  for  by  his 
overall  length  of  service.  For  example,  an  employee  who  has  five  or 
more  years  of  sei-vice  would  requixe  a  vacation,  the  length  of  ^ich 
would  be  determined  by  the  following  schedule:  . 


Days  V^oxked  in  l:s^^^ 
112  to  l^k- 
135  to  1^7 
158  to  1,^ 
180  to  202 
205  to  22if 
225  to  250 
251  to  2(6 
Zl'J   and  over 


Vacation  Days  in  Ijhb 

5  da;>a 

6  days 
/  days 
6  days 
J  da;^t; 

10  days 

'  11  days 

12  days 


V 


The  Union  has  i^quested  liberalization  of  the  pxepently  existing 
plan  to  provide  a  vacation  of  one  weeK  for  employees  having,  six  months 
or  more  but  less  than  a  year  of  service;  two  weeks  for  employees  having 
one  or  more  but  less  than  five  years  of  service;  and  thr«e  weeks  for 
employees  having  five  yeais  or  more  of  service .  !Ihe  Union  has  also 

« 

requested  a  new  method  of  computAtton  of  vacation  pay  and  the  entire 
elimination  of  attendance  requirements  during  previous  periods  of 
employment. 
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The   Company  has  estimated  that  the  increased  cost  of  the  vacation 
plan  requested  by  the  Union  vould  be  approximately  $4,000,000  per  year. 
Ohie  estinate  includes  the  cost  not  only  of  the  employees  directly  in- 
volved in  these  proceedings  but  is  based  upon  the  cost  if  the  vacation 
plan  were  made  effective  throughout  all  of  the  plants  of  the  Company, 
including  those  nov  represented  by  other  bargaining  agents. 

The   Company  has  indicated  a  villingness  to  liberalize  to  some 
>extent  its  present  vacation  plan,  in  spite  of  the  fact  that  it  is  as 
liberal  a  plan  as  one  will  most  commcaxLy  find  in  industry  in  the  areas 
in  \diich  the  plants  involved  in  these  pioceediugs  are  located.  The 
only  respect  in  which  the  Company's  present  vacation  plan  seemp  to 
be  less  libeial  than  that  which  prevails  in  industi^  geneially  is  in 
the  detailed  attendance  i.equix*ements. 

In  view  of  the  Company's  expressed  willingness  to  liberalise  the 
present  vacation  plan  fox  employees  with  15  :years  or  moi'e  of  seivice, 
we  recommend  that  the  prospective  collective  bargaixUng  contract  maice 
provision  for  three  weeks  vacation  for  employees  having  15  years  or 

more  of  service. 

As  to  ttie  attendance  requirement  provisions,  we  recommend  that 
a  minimum  of  120  days  worked  in  the  year  preceding  the  vacation  period 
be  the  sole  Qualification  for  receiving  the  vacation  benefits,  provided 
further  that  for  the  vacation  period  next  ensuing  those  employees  \^o 
have  worked  a  minimum  of  112  days  but  not  exceeding  119  days  or  any 
fraction  thereof  shall  not  suffex  lose  of  any  vacation  benefits  ^tch 
they  would  otherwise  have  had  under  the  expired  coiitract. 


Vacations  -  cont'd. 


It  should  be  noted  that  this  last  piovision  vill  apply  onl^  for 
the  vacation  period  next  ensuing.  We  reccimiiend  this  provision  so  as 
to  avoid  reducing  the  vacation  benefits  to  anyone  vho  during  this  year 
and  prior  to  the  final  execution  of  a  completed  cont|«ct  has  had 
reasonable  expectations  that  the  vacation  benefits  guaranteed  by  the 
expired  contract  voiild  not  be  reduced. 
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VH,  lOTMIUM  PAY  FOR  COKTIMUOUS  OPERATIONS 


In  certain  contlnuoue  operatione  as,  for  example,  powerhouee  and 
heat-treat  employeee,  plant  guerde,  etc.,  employeee  have  etaggered 
workveeke.  That  le,  althou^  they  do  iiot  normally  work  more  than  five 
daye  a  week,  work  on  Saturday  and  Sunday  le  frequently  a  part  of  the 
five-day  shift.  Because  Saturday  and  Sunday  W»rk  Is  made  necessary  hy 
the  very  nature  of  the  Joh,  these  employees  do  noi  presently  receive 
any  overtime  premium  for  work  on  Saturday  and  Sunday  as  such. 

The  Union  has  demanded  that  these  employees  b^  paid  at  overtime 
rates  for  ail  Saturday  and  Sunday  work,  as  now  paid  to  all  other  pro- 
duction  and  maintenance  onployees. 

It  should  he  noted  that  when  continuous  shift  employees  are  re- 
quired to  work  on  either  of  their  normal  days  off,  they  are  paid  at 
overtime  rates. 

The  sole  reason  for  the  Union  demand  is  to  give  additional  com- 
pensation to  these  employees  for  the  loss  of  social  Intercourse  of 
which  the  Saturday  and  Sunday  work  deprives  them. 

The  Company  has  indicated  in  collective  bargaining  and  before  the 
Board  that  some  further  liheralization  of  the  present  method  of  com* 
pensation  to  continuous FhhtftvffDrkers  might  he  appropriate,  hut  that 
the  granting  of  the  full  demands  of  the  Union  are  unreasonable  and 
out  of  line  with  industry  practice  generally. 

We  recommend  that  continuous  sh.ift  ^nployees  be  paid  time  and 
one-half  for  all  work  performed  on  Sunday. 


( 
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I,  General  wage  Issue 

1.  We  recoxmnend  a  genexal  wage  increase  of  eighteen  (l8)  cents  per  hour. 

2.  We  recommend  an  afLjustment  equivalent  to  a  ten  (10)  percent  general 
wage  increase  effective  October  IJ  19^5;  the  balance  necessary  to 
adjust  wage  rates  up  to  the  full  ei^teen  (l8)  cents  per  hour  to  be 
made  effective  upon  the  resumption  of  operations* 

3.  In  our  opinion  the-entiie  amount  of  the  increase  recommended  is  approv- 
able  under  the  standards  set  forth  in  paragiaih  3(a)  of  Executive 
Older  96srj .     To  the  extent  which  it  might  be  found  to  be  unapprovable, 
should  the  compan;>  elect  to  ask  prior  approval  of  the  appropriate 
stabilization  agency,  it  is  our  opinion  that  an^  such  conceivable 

■ 

excess  could  be  absorbed  by  the  compan;y  and  waived  as  provided  by 
paragraph  j{c)   of  the  Executive  Order. 

II.  Union  Secuxity 

1.  We  recommend  that  there  be  included  in  the  contract  the  standard 
maintenance  of  membership  provision,  as  developed  b;>  the  National 
War  Labor  Board,  with  a  fifteen  day  escape  period. 

2.  We  recommend  the  voluntary  automatic  "Little  Steel"  type  checkoff 
to  cover  reasonable  Union  initiation  fees,  dues  and  assessments. 

HI. Bay  to  Union  Stewards. 

We  recommend  continuance  of  the  provisions  in  the  expire* 

contract  concerning  pay  to  Union  Committeemen  and  stew€^rds,  except  that 

emy  elleged  abuses  by  the  Union  may  be  initiated  as  a  grievance  by  the 

Company  at  the  third  step  in  the  grievance  procedure,   (ihe  third  step 

provides  for  meetings  between  the  plant  grievemce  committee  and  the 

superintendent  of  the  works*)'  i-in^^  such  grievances  shall  be  subject 
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to  the  arbiti«Ltion  provision  recommended  hereafter. 


TV.  Arbitration 


We  recommend  that  the  pxospective  coxxtract  laake  pi-ovision  for  the 
arbitration  of  disputes  involving  the  interpretation  oi  application 
of  the  terms  of  the  contract,  the  expenses  of  arbitration  to  be 
shared  equally  by  the  parties. 
V.A.  Effect  of  General  Wage  Increases  on  Piece  Work  Prices 

'    '  I      I    ■ ■!■  ■   I   ■  ■■        ■       I   I  111!  I     «  I  I    I  I  ^  . 

We  do  not  recommend  any  change  in  the  practice,  as  uniformly  applied 
during  the  past  ten  years,  of  paying  all  general  vage  increases,  to 
piece  vorkers  as  an  houxly  bonus. 

B*  Revision  of  Job  Classifications/  labor  Grades  and  Individual  Wage  J^tes 
We  recommend  further  collective  bargaining  by  the  parties  on 
certain  of  the  changes  requested  in  the  Compaii^v»s  wage  structure. 
Detailed  findings  and  recommendations  on  the  seven  principle  points 
involved  in  this  issue  are  set  forth  in  the  main  body  of  this  report 

C.  Procedures  in  Setting  Piece -Woyis  Prices 


W»W*«I»""-"^^W"»""l""^**" 


Recommendations  on  the  eight  principle  points  involved  in  this 
issue  are  set  forth  in  the  main  bod;y  oi  this  repoxt. 


D,  Allowance  Rules 


Standards  for  the  payment  of  allowaxices  to  piece -woikers  are  set 
forth  in  XhQ   main  body  of  this  repoi-t* 


VI.  Vacations 


1,  We  recommend  liberalizing  the  present  vacation  plan  to  provide  for 
three  weeks  vacation  for  all  employees  havixig  fifteen  years  or  more  ', 

service. 

■J 

2.  We  reoonmend  amending  the  present  attendance  requirements  of  the 
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vacation  plan  to  pi'ovide  that  the  sole  qualification  for  leceiving 
vacation  benefits  shall  be  a- minimum  of  *120  daj^e  "worked  in  the  year 

preceding  the  vacation  period,  provided  further  that  for  the  vaca- 

•I       '  ■  ' 

tion  period  next  ensuing  those  employees  ^o  have  worked  a  minimum 

of  112  days  but  not  more  than  119  days  or  any  fraction  thereof  ehallnot 

suffer  loss  of  any  vacation  benefits  whid:.  they  would  otheivise 

# 
have  had  under  the  expired  contract, 

VII.  Premium  Tay   for  Continuous  0]  ex  at  ions 

We  recommend  that  continuous  shift  employees  be  paid  time  and 

one -half  for  all  work  perfoimed  on  Sunday  in  addition  to  the 

overtime  premiums  present  paid. 
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